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“The Menace of Economic Nationalism” 


Francis B. Sayre, Assistant Secretary of State, pre- 
sented a thoughtful analysis of this problem at the meeting 
of the Academy of Political Science, New York, on 
November 7. Today “the drive of world forces is strongly 
in the direction” of national self-sufficiency. But this 
is not a new phenomenon. “History shows a high cor- 
relation between wars and economic nationalism.’ The 
reasons for this are that war “disrupts the normal chan- 
nels of trade, and division of labor,” that “violent eco- 
nomic disturbances and intense depressions . . . almost 
invariably follow every extended war,” that the “experi- 
ence of past wars and the fear of future conflicts drive 
nations to make great sacrifices in order to achieve the 
highest possible measure of self sufficiency,” and that 
“racial and national animosities stimulated by war... 
create an atmosphere inimical to trade relations with other 
countries.” The new devices in economic nationalism, 
however, such as quotas, exchange control systems, gov- 
ernmental import monopolies, ete., are “being carried to 
extremes never before dreamed of.” By this regimenta- 
tion of foreign trade the “existing industrial and com- 
mercial regime is frozen. . . . Whatever devices are 
evolved to prevent change merely result in generating and 
compressing gases which sooner or later will produce ex- 
plosion.” 

To be sure, this was not done deliberately. Rather, 
“the present world-wide trend toward economic national- 
ism is a measure of desperation and not at all designed 
as a general or ultimate solution of existing economic 
problems.” 

The specific causes are: “the shift in national debtor 
and creditor relationships” as a result of the World War, 
the decline of agriculture in the belligerent countries of 
Europe with the expansion of agriculture elsewhere and 
the rebuilding of <griculture in postwar Europe, “the 
monetary disburbances of the war, the maldistribution of 
gold, the formation of a new gold price level 40 to 50 per 
cent above the prewar figure.” For a time payments 
were balanced by “abnormal foreign loans and enormous 
gold movements.” When these ceased, the “combined 
influence of the contraction of markets, the forced dump- 
ing of accumulated raw material surpluses, and the com- 
petition of depreciated currencies in turn reacted power- 
fully to depress still further world wholesale prices.” The 
new devices of economic nationalism were intended to 
meet these maladjustments. But, in turn, economic nation- 
alism “constantly tends to engender international ill-will 
and foster the spirit of militarism and war. ... By the 
arbitrary act of a control board, or by special treaty 
arrangement, a whole market may be suddenly destroyed 


and the economic life of a third nation threatened. The 
danger is that nations, like men, may prefer to fight 
rather than starve.” 

Another danger is “a world in which national govern- 
ments will be undertaking to control and regulate and 
sooner or later to take over and operate at least the basic 
industries of the country.” But this will mean “great 
nations, competing relentlessly one against the other for 
the business of the world, with armies and navies at their 
command, resorting too often to methods which the 
courts would not tolerate in private life, manifesting far 
too frequently an attitude of ‘the world be damned.’ ” 

Mr. Sayre does not believe that “a rigid, planned inter- 
national economy” is possible as yet and doubts whether, 
when the time comes, “any international group can... 
be chosen who are good enough or wise enough to plan 
sufficiently in advance an international economy which 
can be enforced.” He does believe that the only way to 
save America’s export trade is to increase our imports by 
additional trade. It is to America’s interest to promote 
the restoration of world trade, but “this can only be done 
through a general reduction or lowering of existing trade 
barriers.” 


The Prospects of an Industrial Truce 


President Roosevelt’s plea for an industrial truce in a 
recent radio talk raises the question whether labor can 
delay economic action with the expectation that resort to 
the labor adjustment boards will result in adequate solu- 
tions of the difficulties which labor faces. 

In the steel industry employers have challenged the 
Steel Labor Board's right to interfere in labor disputes 
and to hold elections of employe representatives. In that 
industry and in others employers have refused to deal 
with union representatives when they were elected to 
represent a majority of the employes. Most of the unions 
have been willing to call off a strike when some prospect 
was offered by which the workers could express freely 
their choice between bargaining individually, through 
representatives of company unions and through repre- 
sentatives of trade unions. But unless they can be assured 
that employers will deal with trade union representatives 
once they are elected by a majority they see no point in 
calling off strikes. Furthermore, if the compliance divi- 
sion of the NRA and the Department of Justice fail to do 
what they can under the law to make effective labor’s 
right to bargain collectively, the workers feel little con- 
fidence that they can obtain improvements by peaceful 
means. 

These factors in the situation are well illustrated by 
the experience of the employes of the Houde Engineer- 
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ing Corporation. The National Labor Relations Board in 
that case ruled not only that the right of collective bar- 
gaining established in Section 7 of the Recovery Act 
implies the duty of employers to deal collectively with 
their employes but that the force of Section 7 is supple- 
mented by the general purposes of the Act. These pur- 
poses are to encourage recovery by giving employment, 
by increasing purchasing power, and by establishing stan- 
dard wages, hours and working conditions as a means 
of prohibiting cut-throat competition. In other words, 
Congress desired to stop the cutting of wages in order to 
cut prices and the resulting decline in business which 
increased unemployment. 

Furthermore, the board called attention to the fact that 
the Act gave employers in each industry a new collective 
status by permitting them to do things in combination 
which had been prohibited by the antitrust laws. It is 
expected that this will put them in a better position to 
stabilize industry and to that end nothing is more im- 
portant than basic standards of wages, hours and work- 
ing conditions, including methods of giving employment to 
as many workers as possible. 1n retusing to deal collec- 
tively with their employes the employers denied the exer- 
cise of a right which they insisted upon themselves under 
special advantages granted by law. 


Although an election had been held in the Houde plant 
in which by a good majority the workers selected union 
representatives the corporation refused to make an agree- 
ment with them. It deal with the representatives of its 
company union and without consulting the trade union 
representatives decided upon measures which affected all 
the employes. By the admission of one of the corpora- 
tion’s officials the plain intent, the board declared, was 
to establish rivalry between the two organizations on the 
theory that it could thus divide and rule more easily. 
Its policy was to listen to the workers’ representatives 
and then do as it pleased, having no intention of making 
an agreement. In that respect, the board indicated, it was 
not playing fair even with the company union. 

The board pointed out that majority representation is 
commonly accepted at law, that it has been sanctioned by 
the United States Supreme Court, and that these prece- 
dents have been followed by President Roosevelt in his 
executive orders. The board therefore ruled that “when 
a person, committee or organization has been designated 
by the majority of employes in a plant or other appro- 
priate unit for collective bargaining, it is the right of the 
representative so designated to be treated by the employer 
as the exclusive collective bargaining agency of all em- 
ployes in the unit, and the employer’s duty to make every 
reasonable effort, when requested, to arrive with this 
representative at a collective agreement covering terms of 
employment of all such employes.” 

The board also pointed out that “the rule does not com- 
pel employes to join the organization representing the 
majority. It does not establish a closed shop, nor neces- 
sarily lead to a closed shop; that being a matter for 
negotiation.” Furthermore, it does not prohibit a minor- 
ity from presenting grievances and having them rectified 
if the company so desires. 

The company was given 10 days in which to comply 
with the decision of the board; otherwise the case would 
be referred to the National Recovery Administration for 
action. The company refused and its Blue Eagle was 
taken away. The case was then referred to the Depart- 
ment of Justice which up to the time of this writing has 
not prosecuted it. 

The Weirton Steel Company case which arose under 


the former National Labor Board and involved similar 

factors is now before a United States District Court. It 

remains to be seen whether there is any effective basis of 

prosecution under the Recovery Act, a fact which will 

_ be finally established until a case reaches the Supreme 
ourt. 

On November 13 the counsel of the American News- 
paper Publishers’ Association contended that the National 
Labor Relations board had no jurisdiction over a dispute 
which arose between the San Francisco Call-Bulletin and 
its chief rewrite man who had been dismissed because of 
his activities in organizing the American Newspaper Guild. 
The employer refused to appear before the Regional 
Labor Board in San Francisco on the ground that it had 
no jurisdiction. The regional board nevertheless heard 
the case as instructed by the National Labor Relations 
Board. 

The counsel of the American Newspaper Publishers 
contends that the Newspaper Industrial Board established 
by the newspaper employers’ code has sole jurisdiction 
and that its decision is final. He declared, furthermore, 
that if the National Labor Relations Board assumed jur- 
isdiction he would advise his clients to liquidate the code 
immediately in order to protect the constitutional guar- 
antees of freedom of speech and of the press. 

The counsel of the Guild pointed out that no question 
of freedom of speech and of the press was involved and 
that Resolution 44 passed by the last Congress gave the 
National Labor Relations Board original jurisdiction to 
investigate controversies arising under Section 7 of the 
National Industrial Recovery Act. 

The board has taken the case under advisement. If it 
assumes jurisdiction probably the Supreme Court will be 
called upon to define the scope of the board’s authority. 

In the meantime employers who refuse to conform to 
the rulings of the various labor boards established under 
the NRA are receiving definite encouragement from other 
employers and their organizations. Furthermore, the 
National Association of Manufacturers is starting a drive 
upon state legislatures to obtain laws making picketing, 
sympathetic strikes and sympathetic lockouts illegal. They 
also want a law making it illegal for any association of 
employers or employes to expel, suspend, fine or other- 
wise punish members who refuse to participate in a strike 
or lockout. They would ‘make both employers and unions 
equally responsible for the observance of contracts. It 
is interesting to note that in asking for a law making illegal 
contracts of employment which require a person to join or 
not to join any labor organization (including company 
unions) they are in effect supporting those who have 
sought such legislation as a means of outlawing “yellow 
dog” contracts. 

These manufacturing interests would also make it il- 
legal for any employer to deduct labor organization dues 
from wages (‘‘check-off”) without the employe’s written 
authorization and consent. Some states already have laws 
to this effect but there is no difficulty in maintaining the 
practice when the employes have a strong organization 
and the employer agrees to it. Furthermore, if an em- 
ployer has a company union and wishes to deduct dues 
from wages it will not be difficult for him to obtain the 
written consent of his employes, since it can easily be 
required as a condition of gaining employment. 

Some employers have learned to deal with their em- 
ployes collectively and thus gain their cooperation. 
Employers who refuse to conform to laws giving workers 
the right to bargain collectively and giving to labor boards 
the power to adjust disputes, and who seek by legislation 
to restrict workers so that they can bargain only individ- 
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ually are, of course, electing to fight it out with labor 
on the old lines. Human beings in industry are the same 
as they are elsewhere. Obviously, from the Christian 
point of view, something more than an industrial truce is 
needed. Experience shows that constitutional status for 
the workers in industry is necessary to the maintenance 
of peace for any considerable period. 


The National Rural Forum 


This year the American Country Life Association 
organized its annual session as “The National Rural 
Forum.” It was held in Washington on November 16-19. 
The Forum was open to any interested individuals, and 
over 900 lay and professional persons registered, repre- 
senting nearly all the states of the nation. Included were 
students from 75 colleges and universities and 330 women 
resident on farms. These women held an all-day session, 
at which all the speakers except one were farm home- 
makers. They discussed informally “Factors Essential for 
successful Rural Home and Community Life” and ‘‘Chal- 
lenging Objectives and Suggested Activities.” This ses- 
sion was organized by Miss Grace E. Frysinger, of the 
I:xtension Service, United States Department of Agri- 
culture. 

The topic of the Forum was “National Planning and 
Rural Life.” Three aspects of the theme were taken up: 
(1) Trends making adjustments and planning necessary ; 
(2) Current experiments in national planning; (3) In 
the light of the trends and experiments considered, what 
should be done to improve the programs of agencies at 
work in rural America. Under “Trends,” O. E. Baker 
of the Department of Agriculture discussed the signifi- 
cance of the pressures of population—rural upon urban, 
urban upon rural. He said that the rural youth should 
be kept uppermost in such considerations. Several mil- 
lion rural young people are now “dammed up” at the 
farms—the cities are not absorbing labor as they did 
between 1920 and 1930. Will industry absorb many of 
them again—or will they have to settle on small farms and 
engage in “subsistence farming,” with low standards of 
living? Dr. Edmund de S. Brunner, of Teachers College, 
Columbia University, discussed educational and cultural 
changes. He said that the crippling of numerous rural 
schools was one of the disgraces of the depression period, 
and made a plea for a renewed interest in equality of 
opportunity in rural education, and for a more widespread 
adult education. In his presidential address, Nat T. 
Frame, of Ohio, and West Virginia, made reference to 
the prophets of the American Country Life Association, 
and told of pioneering by members of the Association. 
IIe, too, called for a permanent adult education system 
supported by public funds. 

The important experiments in the “Government Alpha- 
bet” were explained and discussed. The AAA (Agricul- 
tural Adjustment Administration) seemed to have almost 
unanimous approval. The most extensive and animated 
discussion was over the Rural Rehabilitation program of 
the FERA (Federal Emergency Relief Administration). 
All rural leaders are apprehensive about the settlement 
of unemployed industrial workers on the land. For half 
a day, the conference divided into small, informal round 
tables, where there was wide participation. At these, 
numerous suggestions were made looking toward im- 
proving programs under way, including a definite move 
to coordinate rural education programs. 

Dr. C. J. Galpin, formerly of the Department of 
Agriculture, made an unusual interpretation of the re- 
port of the Commission on Country Life appointed by 
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Theodore Roosevelt in 1909. “Fortune favored the 
farmer,” when that group reported. Never again, thinks 
Dr. Galpin, will the man be hidden behind his crops. 
What Theodore Roosevelt did for the farmer may yet 
be recognized as one of his unique contributions to the 
nation. 

The Forum closed with an address by H. A. Wallace, 
Secretary of Agriculture. Mr. Wallace said he was still 
devoting himself to trying to educate people as to the 
significance of the shift of the United States from a 
debtor to a creditor nation, and the desirability of choos- 
ing an international policy. But we still dread to choose, 
he said. He also said he was looking for ways and means . 
of carrying on continuous planning and policy making. 
Chey should be taken out of politics, and agencies should 
be developed which would not change with shifts in 
national administrations. The informal comments of 
those who heard Mr. Wallace were evidence that the 
thoughtful rural leadership of the nation is enthusiastic 
about the present Secretary of Agriculture. 

The American Country Life Asociation, 105 East 22 
Street, New York, issues proceedings of its meetings. 
The executive secretary of the Association is Benson Y. 
Landis, associate secretary of the Federal Council's De- 
partment of Research and Education. 


Restriction of Production 


The recent report that the National Industrial Recov- 
ery Board had concluded that the attempt to limit the 
supply of commodities was a mistake brought a quick 
reaction from employers in overexpanded industries and 
particularly from the cotton textile industry. The failure 
to distinguish between the effects of limitation of output 
by overexpanded industries and by the economic system 
in general has resulted in considerable confusion of 
thought. 

In an address before the Baltimore Association of 
Commerce November 2, 1934, George Sloan, president 
of the Cotton Textile Institute presented vividly the effects 
of over-capacity and competition which depresses a whole 
industry. In a competitive system it is essential that active 
competition exist among buyers and among sellers. In an 
overexpanded industry there is not enough business to 
keep all the sellers busy. The effort of each seller to get 
as much as possible of the existing business results in 
“a steady pressure on the emploves to accept lower wages 
in order to make it possible for the plant to secure orders 
and to keep the plant operating. There is a tendency to 
eat up the working capital of the concern in continuing 
to do work below cost in the desperate efforts of the 
concern at least to keep operating. When in this situa- 
tion, concerns do go under but the factory and machines 
are not destroyed—they merely afford a temptation for 
others to buy them in for a low figure and to increase the 
unfair and destructive competition by their being operated 
at fixed charges far less than those properly attributable 
to the capital involved.” On the other hand, the buyer, 
“knowing the over-capacity and ever-present threat of 
over-production, holds off in the knowledge that his de- 
mands can be more than amply satisfied and on his own 
terms whenever he gets ready to buy.” 

Furthermore, “no individual concern, no matter how 
clearly it sees the devastating effects of over-capacity, 
can make any impression on the situation. The pressure 
of over-capacity on each unit to get as large a part of 
the inadequate demand as it can, in order to keep going 
at all, drives each along a course which is collectively 
disastrous. Concerted action by all to check these destruc- 
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tive forces is the only way in which the situation can be 
met and this was one oi the principal reasons for the 
National Industrial Recovery Act.” On a previous occa- 
sion Mr. Sloan pointed out (Press Release October 24, 
1934) that “if the doctrine that falling prices and sales 
below cost offers the way out of this depression, then 
February, 1933, should have been the millenium. Not for 
one moment do we believe that the NRA desires to re- 
turn to those conditions.” 

On November 6 Mr. Sloan reported that the cotton 
textile code, limiting hours to 40 per week for workers 
and to 80 hours for machinery which permits two shifts 
of workers, had spread employment throughout the in- 
dustry. In view of the fact that nearly 200,000, or 42 
per cent, of the workers in the cotton textile industry are 
employed in towns of less than 5,000 population and 
that more than half of the workers are employed in towns 
of 10,000 or less population he concluded that the spread 
of employment was highly desirable. He believes that if 
the limitations are removed “the tendency will be for mills 
in the larger centers to expand their employment through 
the operation of additional shits, on account of the 
greater availability of workers and housing facilities, with 
resulting loss of employment in small communities. In 
fact, a considerable number of small mills located in 
isolated communities are closed at the present time be- 
cause of restricted demand for cotton goods.” (Press 
release November 6, 1934.) 

In an editorial on November 10 the New York Times 
took issue with Mr. Sloan’s views. Mr. Sloan implies, 
says the Times, that it is the limitation on machine-hours 
which keeps the small mills going and so spreads employ- 
ment, which suggests, that the small mills sre less efficient 
and operate at higher costs than the large mills. The 
editor says that “what Mr. Sloan really seems to be saying 
is that the less efficient mills with relatively high costs 
of production must be kept in business to ‘make work,’ 
while the more efficient mills with low costs of produc- 
tion are not to be allowed to take full advantage of their 
greater efficiency. It need hardly be pointed out that such 
a view is short-sighted and narrow in its perspective. A 
broader and longer view would see that if the low-cost 
producers were allowed to take full advantage of their 
efficiency they would reduce unit costs of production, 
which would eventually reduce prices, which would en- 
courage a greater volume of buying, which would cause 
manufacturers to take on more workers, which would 
lead to a still further increase in volume of buying.” 

This “broader and longer view” refers to recovery built 
on an increase of ouptut by the whole economic system. 
It assumes that the sequence stated will coincide in all 
industries, which is not now true. But even if it were, 
it would be necessary to balance operations in all indus- 
tries so that they could find a market for their prod- 
ucts. A market cannot be found for the products of 
the economic system unless purchasing power is dis- 
tributed so that the products can be bought. 

It is almost axiomatic that the greater the efficiency and 
the productivity of the economic system the greater is the 
possibility of raising the plane of living of the whole 
population, provided everybody has work and _ receives 
enough for his work so that he can buy the things neces- 
sary to raise his plane of living. An increasingly efficient 
and productive economic system, properly coordinated, 
the returns from which are properly distributed, can pro- 
vide a higher plane of living for the whole population with 
fewer hours of work required of each person. But the 
will must be present to use resources, productive equip- 
ment, and man power to the greatest advantage. Further- 


more, the continuation of this process depends on the 
way the flow of returns is directed to those who need 
them. 

Under present conditions no one industry with over- 
expanded productive capacity can find a domestic market 
for all the products it can make. If inefficient plants are 
put out of business by expanding the production of effi- 
cient plants, the workers and capitalists displaced must 
find work elsewhere or be supported by those who can 
operate their plants and by those who have jobs. This 
opens the whole problem of so coordinating the economic 
system and so directing the flow of income that all can 
be employed and receive enough to enjoy whatever plane 
of living society undertakes to provide. Until society is 
willing to tackle this problem there seenis to be no basis 
for demanding that any one plant or any one industry 
shall increase its production if the result is loss, idle 
plants, and increased unemployment. Nor is there any 
reasons to expect that efficient plants will drive inefficient 
plants out of business if the former find that they can 
make more money under a price level which permits in- 
efficient plants to exist than they can make by driving 
prices down in an effort to absorb all of the market for 
their own product. 


Medical Social Work 


A. study of the social work done by hospitals in New 
York City, by Neva R. Deardorf of the Welfare Coun- 
cil of that city, is published in Better Times for Novem- 
ber 5. Data for 1933 were gathered from 79 hospitals: 
of these, 12 gave no relief; 62 gave $213,000. Medical 
relief, such as diets, medicines, and appliances, accounted 
for $145,079, and $48,572 was spent for ordinary relief 
purposes. .The amount of relief given by each hospital 
varied from less than $1,000 to $36,142, although only 
10 hospitals gave more than $5,000. Nearly half the 
total amount was spent through the social service units 
in public hospitals. Of this, 61.8 per cent was spent for 
medical relief, 35.1 per cent for nori-medical and 3.1 per 
cent was not specified. Of the money spent by voluntary 
hospitals 76.3 per cent was for medical relief. It is inter- 
esting to note that the money spent for relief by the 
public hospitals is privately raised and its expenditure is 
supervised by volunteer auxiliary committees. In 68 in- 
stitutions there were 328 hospital social workers. Few 
hospitals, however, “are staffed to undertake thorough and 
comprehensive medical social service” for the patients in 
their wards and clinics. 


A National Housing Program 


A national housing program has been agreed upon by 
a conference of experts in the different aspects of the 
housing problem. The findings of this conference, which 
was called together by the National Association of Hous- 
ing Officials in Baltimore in October, are summarized by 
Loula D. Lasker in the Survey Midmonthly for Novem- 
ber. The federal government should “offer financial as- 
sistance, and the use of credit’; formulate standards; 
gather and distribute relevant information; undertake re- 
search, etc. The state should set up “appropriate hous- 
ing agencies, state and local,” and supervise and assist 
local agencies within its borders. Local governments have 
the final responsibility “for providing adequate accommo- 
dations for its citizens either through existing local agen- 
cies or new ones created for the purpose.” ‘The adoption 
of this program “hangs on the public demand . . . for 


a long-run framework into which our emergency needs 
shall be fitted.” 
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